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IRAQ: KEY ECONOMIC INDICATORS 


All values in US $ million unless indicated otherwise 
Source: Official Iraqi Statistics unless indicated otherwise 


All figures are current 


Exchange Rate: (2) 


US $1.00 = 0.320 ID 
ID 1.000 = US $3.38 


Gross Domestic Product 
National Income 

Per Capita Income ($) 

Fixed Capital Formation 
Construction Sector Output 
Mfg. Industries Sector Output 
Agricultural Sector Output 
Trade Sector Output 


Transportation and Comminications 
Sector Output 


Government Budgets 
Investment Budget 


Total Revenues of State 
Ordinary Budget 


Total Expenditures of 
State Ordinary Budget 


Balance of Ordinary Budget 


Trade 
Total Exports ‘© 
Oil Exports ‘© 


Exports to us 9) 
(c) 


(d) 


Total Imports 
Imports from US 


1980 


52, 887.5 

51,791.7 
3,912.0 

11, 733.7 
N/A 
N/A 
N/A 
N/A 


N/A 


17,711.2 


21,158 


12,759.5 
+ 8,398.5 


26, 230.1 
26,008.2 
459.6 
12,157.5 
724.3 


1981 °>) 


31, 647.6 
30, 916.9 
2,251.4 
15, 302.3 
3,753.8 
6,075.9 
4,326.7 
4,250.4 


3,753.8 


22,790.7 
13,553.8 


17,501.6 
- 3,947.8 


10,510.8 
10,368.8 
154.2 
16, 968.6 
913.6 


1982 °>) 


N/A 
41,428.6 
2,954.8 
18,165.8 
N/A 
N/A 
N/A 
N/A 


N/A 


26, 026 
12,472. 


18,079. 
- 5,607. 


10,328. 
10,186. 
39. 
17,758. 
846 


In October 1982, the Iraqi Dinar was devalued to ID 1 = US $3.20 
In this table, the old exchange rate is used for 1982 


Provisional figures 
International Monetary Fund 
US Government Statistics 





I. Summary 


Although the Iraq-Iran war began in September 1980, it was not until 1983 
that the full effects of the war finally hit the Iraqi economy. In the 
first years of the war, Iraq's substantial financial reserves and generous 
assistance from Arab friends cushioned the impact of the war and in fact 
enabled Iraq not only to continue but to expand its development program. 
However, with oil exports limited to 20-25 percent of their pre-war level, 
Iraq was at last forced in 1983 to cut spending sharply and seek financing 
from trading partners. Imports in 1983 may have dropped to as little as 
50 percent of their 1982 level, allowing Iraq to reduce its commercial 
trade deficit from over $7 billion in 1982 to as little as $2-3 billion in 
1983. At the same time, Iraq successfully obtained credits from major 
suppliers of essential goods and commodities and negotiated deferred 
payment schemes to cover payments due in 1983 for existing projects. By 
doing so, it achieved a fragile economic equilibrium by the end of 1983. 


In order to do the same in 1984, Iraq must pursue the same strategy of 
austerity and credits. 


Austerity was also the dominant theme domestically in 1983. Government 
policies aimed at soaking up cash to dampen inflation and at insuring 
adequate supply and distribution of essential goods. Iraq's economic 
slowdown has led to a steady decline in the country's expatriate population. 
The economy still suffers from a serious shortage of skilled workers. 


Petroleum remains the dominant sector of the Iraqi economy, despite the 
sharp reduction in exports brought on by the war. Exports are now running 
well over 700,000 barrels/day (b/d) and should increase to 1 million b/d 
when the expansion of the pipeline through Turkey is completed in 1984. 
Construction of new pipelines through Saudi Arabia and Jordan is being 
considered. Iraq has raised its proven reserves of crude oil to 59 billion 
barrels. With oil refining capacity expanding steadily, Iraq was able to 
begin exporting refined oil products in 1983. 


Commercially, 1984 will be another slow year. Financing will be an 
important factor in the competition for new business. Agricultural sales 
will continue to dominate US exports to Iraq. As in 1983, the United 
States is offering credit guarantees for sales of selected agricultural 
commodities to Iraq in 1984. Total US exports, which peaked at nearly 
$1 billion in 1981, fell to a projected $500 million in 1983. The 
contraction of the Iraqi market comes at a time when the commercial 
climate for American companies has improved. American companies now 
participate in their own pavilion at the Baghdad International Fair. A 
small but growing number of American companies have opened offices in 
Iraq. The boycott remains an obstacle, but Iraq selectively continues 
to waive boycott requirements in order to obtain the best technology or 
product available. The war has forced Iraq to scale down and delay its 
ambitious development program, but Iraq's long-term plans to develop 
agricultural, industrial and human resources will offer strong markets 
for US companies in these fields as well as in energy, transportation, 
communications, electronics, and health. 





II. Current Economic Situation and Trends 


The full impact of Iraq's long war with Iran finally hit the Iraqi economy 
in 1983. With revenues restricted to less than a third of the pre-war 
‘level and financial reserves drawn down to a minimally acceptable level, 
the Iraqi government imposed a strict austerity on all spending and sought 
foreign credits and deferred payment arrangements to cover external bills. 
These measures chilled the commercial climate in Iraq considerably, 
although they helped achieve, at least for the present time, a fragile 
economic stability. 


Iraq's current economic difficulties contrast dramatically with the 
situation prevailing when the war began in September, 1980. At that time, 
Iraq was producing 3.5 million barrels per day (b/d), second highest in 
OPEC. Export revenues had jumped from $11.1 billion in 1978 to $26.2 
billion in 1980. Even though Iraq's import bill tripled during the same 
period, the country still recorded a $14 billion commercial trade surplus 
in 1980. As a result, Iraq's financial reserves increased from just under 
$7 billion in 1977 to an estimated $35 billion in 1980. Given this financial 
strength, the Iraqi leadership decided, when the hostilities began, to 
maintain and even expand its ambitious development program while simul- 
taneously financing the war. Accordingly, it plunged ahead with an array 
of new projects aimed at modernizing the country's infrastructure and 
developing its industrial base. 


The leadership made this decision despite a sharp reduction in export 
earnings. By shutting down Iraq's oil export facilities in the Gulf, the 
war reduced Iraqi oil exports to an average of one million b/d. Oil exports 
fell further in April 1982 when Syria closed a second Iraqi oil outlet -- 
the pipeline that crosses Syria to the Mediterranean. This left Iraq 
dependent upon the 650,000 b/d pipeline through Turkey as its sole means 

of exporting its oil. Oil receipts dwindled further in 1983 when the 
official OPEC price fell $5 to $29 per barrel. Export revenues, which 
declined to just over $10 billion a year in 1981 and 1982, dropped to an 
estimated $7-8 billion in 1983. 


Nevertheless, Iraq increased spending in 1981, the first full year of the 
war. Non-military imports jumped $5 billion that year to nearly $17 billion. 
The resulting commercial trade deficit of more than $6 billion grew even 
larger in 1982 when imports increased to just under $18 billion. Iraq was 
able to finance these large commercial trade deficits, cover the sizeable 
costs of expatriate remittances and other invisibles, and at the same time 
pay for the war (no figures are available on military expenditures but 
estimates run as high as $1 billion/month for the first two years of the 
war) by using two additional sources of funds. First, it drew down its 
reserves at the rate of about $1 billion a month. Second, it obtained 
substantial assistance from Saudi Arabia and other Gulf States (estimated 
at some $10 billion per year in 1981-1982). 





This "guns and butter" strategy succeeded for almost two years. However, 
Iraq's financial reserves dwindled to the point where they could no longer 
play a major role in financing the country's economy. In addition, Gulf 
financial assistance declined as Iraq's Arab friends faced budget problems 
of their own in the wake of the depressed international oil market. Faced 
with these realities and an increasingly difficult war, the Iraqi leadership 
revised its economic policies. Change began tentatively in 1982 with calls 
for austerity and a shift in emphasis away from implementation of new 
projects and toward completion of existing ones. Meanwhile, reflecting 

the changing situation, Iraqi state organizations fell increasingly behind 
in payments to foreign contractors and customers. Restrictions on remit- 
tances by foreign workers tightened. Although traditionally reluctant to 
borrow money, Iraq began to look for financing to pay for new projects and 
purchases. In an apparent attempt to test its credit worthiness, Iraq went 
to the Euromarkets in November 1982 for a $500 million loan. 


It soon became clear that more drastic measures were needed. Even if no 
new projects were implemented and imports were slashed to a minimum, Iraq 
would still owe billions of dollars to foreign contractors engaged in the 
numerous projects already begun. On top of this, of course, the war had 

to be financed. Iraq simply did not have the resources to pay all of its 
bills. Confronted with this problem, the Iraqi government moved decisively 
at the end of 1982. It severely restricted new spending and it sought -- 
and generally received -- liberal credit arrangements to cover essential 
imports and payments for existing projects. Combined with oil export 
earnings and continuing, albeit reduced, Saudi and Gulf aid, these measures 
enabled Iraq to meet its major financial obligations in 1983. 


Although the leadership had discussed austerity measures throughout 1982, 
it was not until November of that year that such measures were forcefully 
implemented. Following a tough speech by President Saddam Hussein, Iraqi 
state organizations sharply curtailed spending. Delayed payments for on- 
going projects became commonplace and letters of credit for new business 
declined sharply. The Central Bank closely monitored all new foreign 
currency expenditures. First Deputy Premier Taha Yassin Ramadhan headed 
a committee that carefully scrutinized new contracts. The new bureaucratic 
layers ensured a lengthy process for those payments that were finally 
approved. Eventually, the Central Bank formulated schedules for making 
payments and opening letters of credit. This brought more order to the 
payments process, since once a payment is scheduled it is generally paid 
accordingly. These measures produced the desired effect -- a sharp 
reduction in imports. Mid-year statistics from major trading partners 
show exports to Iraq down as much as 50 percent. It appears that Iraq 
will succeed in reducing its commercial trade deficit to as little as 
$2-3 billion in 1983. 


A second component of Iraq's economic strategy in 1983 was to seek external 
financing for essential imports and for existing projects. Iraq's initial 
foray into the international credit markets -- the above-mentioned $500 
million UBAF-managed Euroloan -- took several months to complete, an 
indication that banks were reluctant to loan directly to Iraq. Accordingly, 





with few exceptions ($120 million package to finance the expansion of the 
Turkish pipeline, and loans from the Arab Monetary Fund and the Islamic 
Development Bank), Iraq has sought suppliers’ credits in which foreign 
companies arrange their own financing. Most banks have been unwilling to 
make loans for Iraq without government guarantees. However, Iraq calculated 
correctly that the governments of major trading partners, out of a desire 

to protect their investments or market shares, would guarantee such loans 
for on-going projects and major commodity supplies. 


Early in 1983, Iraqi state organizations informed most major foreign 
contractors that they would be unable to make hard currency payments due 

in 1983 for on-going projects. They asked these contractors to arrange 
their own financing so that Iraq could defer 1983 payments until 1985. 

They also requested the deferral of payments due in 1984. Hardest hit by 
these requests were those countries most deeply involved in Iraq, including 
France, Japan, Federal Republic of Germany, Italy, Republic of Korea, and 
the United Kingdom. Many contractors had insured their projects with their 
government insurance agencies. Their governments faced a difficult choice: 
either guarantee credits to cover deferred payments or pay large claims to 
companies which, because they had not been paid, could no longer afford to 
keep working in Iraq. Recognizing Iraq's excellent long-term commercial 
prospects and not wishing to jeopardize future business, most governments 
agreed to guarantee credit schemes for payments due in 1983. Throughout 
the year, foreign companies, bankers, and government insurance agencies 
engaged in lengthy negotiations with their Iraqi clients. In the general 
pattern that emerged, most arrangements require the Iraqis to make all 
outstanding 1982 payments, 10-15 percent of 1983 hard currency obligations, 


and all 1983 Iraqi dinar payments. Repayments of the deferred hard currency 
components are to begin in 1985. Discussion of payments due in 1984 was 
postponed pending successful conclusion of 1983 payment negotiations. By 
year's end, most of these negotiations had been completed. 


Iraq's quest for essential import credits received a big boost in late 1982 
when financing was secured from Brazil for chicken and beef and from the 
United States for wheat, rice, and other agricultural products. Other 
traditional suppliers such as Australia (wheat), Canada (wheat), Thailand 
(rice), New Zealand (butter and cheese), and Turkey (agricultural and 
industrial products) soon offered their own credit deals. In general, 
Iraqi buyers in 1983 requested deferred payments of one year or more for 
straight supplies. While some cash contracts were in fact concluded, 
suppliers who could offer financing enjoyed a real competitive advantage. 


By slashing imports and deferring payments, Iraq achieved a fragile economic 
equilibrium by the end of 1983. In order to maintain this equilibrium in 
1984, it must continue to keep imports down and secure credits for essential 
imports and project payments. Pressures will mount to increase imports. 

The sharp import cutbacks in 1983 were cushioned somewhat by the huge 
inventories -- industrial supplies, spare parts, food products -- that had 
accumulated during the preceding years. These stocks have now been 
depleted, and demand will increase, especially for the most essential 





items. Further straining Iraqi finances will be the need to begin repayment 
in 1984 for items purchased on one-year credits in 1983. Iraq must make 
these repayments promptly in order not to jeopardize new credit offerings. 

In addition, Iraq remains in arrears to numerous companies not having access 
to financing. Pressures will continue for Iraq to make payments to these 
companies. In short, Iraq's hard currency requirements in 1984 may be higher 
than they were in 1983. 


This means new credits and financial assistance will be needed. Many of the 
same suppliers who provided credits in 1983, such as the United States, 
Australia, Canada, and Thailand, have offered similar financing in 1984. 
Moreover, Austria and the United Kingdom concluded credit agreements for 
new business (both projects and supplies), increasing the commercial 
opportunities for their companies considerably. Eastern European countries 
have also offered financing facilities. Iraq will seek crédits from other 
suppliers. As in 1983, financing will be important, if not essential, for 
obtaining new business. As for on-going projects, Iraq will press for 
arrangements in 1984 similar to what was obtained in 1983. With the general 
framework now established, the 1984 negotiations should be rapidly concluded. 
Vital financial assistance from Saudi Arabia, Kuwait, and other Gulf allies 
will continue. In 1983, much of this aid took the form of oil sold for 
Iraq's account (at least 300,000 b/d, or more than $3 billion). 


Iraq's 1984 spending program will concentrate on imports of essential 
consumer and industrial goods (e.g., foodstuffs, raw materials, and spare 
parts) and items related to the war effort (including medical supplies and 
equipment). Iraq will continue to focus its development program on the 


completion of projects already in progress. No significant new project 
contracts were signed in 1983, although negotiations for several continued 
throughout the year. Among the projects which Iraq hopes to begin in 1984, 
if acceptable financing can be arranged, are a lube oil plant at Baiji, a 
urea fertilizer plant at Baiji, a power plant at Musayyib, expansion of the 
Daura power plant, and a number of projects in the oil sector. Other new 
projects under discussion or consideration include a variety of railroad 
projects, a state mosque, an airport in Mosul, and an expressway to the 
Turkish border. 


As in foreign trade, austerity was the dominant theme domestically in 1983. 
With less consumer goods available in the market, government policies aimed 
at soaking up excess dinars to dampen inflation and at insuring an orderly 
distribution of essential goods in short supply to prevent hoarding and 
black marketeering. Inflation is now running at an estimated 25 percent. 
With the economic slowdown and the departure of large numbers of foreigners, 
some prices, such as rents and unskilled labor wages, have gone down. In 
order to restrain the money supply, the government has reduced the dinar 
portion of its investment plan and lowered expenditures in general, 
decreasing, for example, allowances for government and military personnel. 
At the same time, it has tightened tax collection procedures for both 
individuals and companies and introduced new revenue-earning schemes such 
as a state lottery and legalized betting for horse races. Last summer, 





the government launched a well-publicized campaign to collect gold and 
dinar "donations" in support of the war effort. While no figures were 
released on the total amount collected, the gold was used to supplement 
reserves and the cash contributions served as an additional means of 
reducing currency in circulation. 


Inevitably, consumer shortages arose. To minimize the effects of these 
shortages, the government continued to import essential commodities, 
exhorted citizens to reduce consumption, and took steps to rationalize 
distribution of goods in short supply. Stores were set up to distribute 
dairy products and frozen meat. In some neighborhoods residents were 
issued cards entitling them to purchase selected scarce items at local 
shops, thereby preventing hoarders from frequenting shops outside the 
areas in which they resided. 


The economic slowdown has caused a significant decline in Iraq's expatriate 
population. The number of foreign laborers dropped sharply as projects 
finished and work camps closed. It is estimated, for example, that the 
number of Asian workers from such countries as Bangladesh, India, Pakistan, 
the Philippines and Thailand fell 50 percent in 1983. A large percentage 
of Western expatriates also departed as companies concluded projects or 
reduced staff as a result of diminishing business. The exodus of workers 
was accelerated by measures taken to reduce worker remittances. The 
largest group of foreign workers -- Egyptians -- fell as much as 30 percent 
in 1983, primarily because of remittance restrictions. The Egyptian 
population now stands at an estimated one million. Nevertheless, remit- 
tances still probably exceed $2 billion/year, a major burden at a time 
when Iraq's hard currency earnings have fallen to $7-8 billion/year. 


Although economic activity has decreased, Iraq suffers from continuing 
labor shortages in skilled categories as the war siphons off large numbers 
of educated young Iraqis. As a result, Iraq lacks the skilled manpower 
necessary to operate and maintain modern plants and facilities now being 
completed. To cope with this problem, Iraq is turning increasingly to 
foreign companies. Contracts have been concluded, for example, for the 
operation of a series of newly-built cement plants. Foreign companies 
have discussed possible management and/or maintenance contracts in a 
number of other sectors. This trend should continue at least until the 
end of the war. 


Petroleum. Petroleum remains the overwhelmingly dominant sector of the 
Iraqi economy, despite the sharp decline in production and exports brought 
on by the war. Prior to the hostilities, production had reached 3.5 million 
b/d, of which over 3 million b/d were exported. However, the country's two 
major export outlets in the south -- Mina al-Bakr and Khor al-Amaya, off- 
shore terminals in the Gulf -- were badly damaged at the beginning of the 
war. A second major outlet, the pipeline through Syria to the Mediterranean, 





was closed by the Syrian government in April 1982. This left the country 
with just one export facility, the 980 km Turkish pipeline running from 
Kirkuk to Ceyhan on the Mediterranean. Completed in 1977, this pipeline 

had an original capacity of some 650,000 b/d. The use of special chemical 
additives increased the pipeline's throughput to an average of well over 
700,000 b/d in the fall of 1983. A project to further expand the pipeline's 
capacity, when completed by the summer of 1984, will boost throughput to 
approximately one million b/d. 


With exports now exceeding 700,000 b/d and domestic refining approaching 
400,000 b/d, Iraq is nearing its OPEC production quota of 1.2 million b/d. 
An estimated additional 300,000 b/d of crude oil is being exported for 
Iraq's account from Saudi Arabia and the Saudi/Kuwait neutral zone as part 
of "advance swap" arrangements to aid Iraq. Once the war ends, Iraq is 
expected to supply equivalent amounts of its oil to cover these oil advances. 
Iraq is vigorously exploring ways to increase petroleum exports. Most 
prominent is a proposed pipeline through Saudi Arabia to the Red Sea. If 
implemented, this project will have two phases, the first a link-up with 

the existing east-west Saudi Petroline and the second a separate pipeline 

to the Red Sea. Once final details, including routing and financing, are 
worked out, the first phase could be constructed in little more than one 
year. Phase one would give Iraq an additional export capacity of 400-500,000 
b/d. Also receiving serious consideration is an oil pipeline through Jordan 
to the Gulf of Aqaba and gas pipeline through Turkey to Yumurtelik on the 
Mediterranean. The latter, with a planned annual capacity of 3 million 

tons, would enable Iraq to export gas for the first time. In 1981, Iraq 


flared an estimated 119 billion cubic feet of its total natural gas 
production of 142 billion cubic feet. 


In 1983, Iraq claimed proven crude oil reserves of 59 billion barrels, third 
highest in OPEC. Actual reserves will eventually go much higher. The 
Ministry of Oil optimistically predicts that proven reserves will soon 
exceed 100 billion barrels. Development of new oil fields slowed during 

the war, due to the proximity of several of them to the Iranian border. 

Most active exploration is now taking place at the East and West Baghdad 
fields. Proven reserves of natural gas are put at 28.8 trillion cubic feet. 


Prior to the war, Iraq was reportedly considering plans to raise crude oil 
output well beyond the 3.5 million b/d it had reached in 1980. When the 
war ends, however, Iraq will face a markedly different oil market as it 
begins to raise production. Barring unforeseen changes, Iraqi oil exports 
will be constrained by OPEC quota considerations and weak demand. Iraq, 
of course, will seek to increase its quota (in late 1983, Iraq's Minister 
of Oil publicly called for increasing Iraq's quota to 1.8 million b/d) and 
may encourage oil purchases in exchange for new business or as payment for 
outstanding debts. Still, an end of the war will not likely lead to the 
attainment of pre-war export levels, at least in the near term. Nonetheless, 
Iraq has made plans to raise export levels rapidly once a ceasefire is 





achieved. While it may take a year or more to repair the damaged off-shore 
terminals in the Gulf, Iraq intends to install single buoy moorings with a 
combined capacity of more than 700,000 b/d in order to resume liftings in 
the south as quickly as possible 


Iraq has greatly expanded its refining capacity despite the war. Prior to 
the war, Iraq refined approximately 300,000 b/d primarily at Basra (140,000), 
Daura (80,000), and at several smaller topping units at Kirkuk, Baiji, and 
Samawa. The Basra refinery, however, was damaged extensively at the beginning 
of the war and has remained down. Nevertheless, Iraq has steadily expanded 
its refinery capacity by installing several new 10,000 b/d topping units in 
various parts of the country and by bringing into operation the first two 
stages of a major refining complex at Baiji. This complex includes the 
70,000 b/d Salahaddin 1 refinery and the 150,000 b/d Northern refinery 
inaugerated in 1983. With these new facilities, Iraq's refinery capacity 
now exceeds 400,000 b/d although actual production is probably no higher 
than 350,000 b/d. Domestic consumption is currently estimated at approxi- 
mately 300,000 b/d. Accordingly, in 1983 Iraq was able to begin exporting 
refined products (primarily fuel oils), delivering them by truck to ports 
in Turkey and Jordan. Iraq's refining capacity will expand further when 
construction of an additional 70,000 b/d unit at Baiji (Salahaddin 2) is 
completed. Also planned at Baiji is a lube oil plant. With suitable 
financing, the contract for this facility could be awarded at any time. 
Iraq's economic difficulties have forced it to abandon, at least for now, 
plans for another major refining complex known as the Export refinery. 


Foreign Trade. As noted, the war has severely reduced Iraq's foreign trade. 
Iraq's commercial trade balance swung from a surplus of more than $14 billion 
in 1980 to a deficit of some $6 billion in 1981, the first full year of the 
war. In 1982, the deficit topped $7 billion. In 1983, reducing the trade 
deficit became a prime goal of the Iraqi leadership. Mid-year statistics 
indicate real success. We estimate that total Iraqi imports, including 
equipment and supplies for projects, may have fallen to as low as $9-10 
billion in 1983, or almost 50 percent of the 1982 figure. Although Iraq's 
1983 export earnings fell as well to an estimated $7-8 billion (1983 saw 

a $5/barrel drop in the price of oil and was the first full year that the 
Syrian pipeline was closed), the trade deficit may be as little as $2-3 
billion. If Iraq holds imports to the same level in 1984, the trade deficit 
will decline even further as Iraq's income from the Turkish pipeline increases. 


Leading suppliers (excluding sales of military equipment) include West Germany, 
Japan, France, Italy, the United Kingdom, and the United States. These 
countries have recorded the following export figures ($ million): 





FRG 

France 

Italy 

United Kingdom 


United States 


1981 
3,026 
2,889 
1,492 


1,270 


1,001 


913 


1982 
2,755 
3,138 
1,424 
1,530 
1,487 


846 


1983 
480 
1,320 
596 
567 
560 


472 


(Jan-Sep) 
(Jan-Oct) 
(Jan-Sep) 
(Jan-Sep) 
(Jan-Dec) 


(Jan-Nov) 


These figures include exports of equipment and materials for projects, 


much of which was presumably financed as part of deferred payment arrange- 
ments negotiated for major projects and some of which will be re-exported 
as foreign contractors finish projects. Although Iraq's import program, 
which does not include imports for projects, should not decrease in 1984, 
total sales to Iraq may actually go down as imports for projects decline. 


US exports to Iraq in recent years have included the following ($ million): 


Wheat 

Rice 

Barley 
Soybeans 
Chickens 
Hatching eggs 


Tractors (agricultural 
and construction) 


Civil engineering and 
contracting equipment 


Heating and cooling 
equipment 


Pumps 


Trucks and special 
purpose vehicles 


Aircraft and associated 
equipment 


1980 


61.8 


1981 1982 


16.8 27.3 164.0 
96.0 88 .6 
0 13.5 
0 9.1 
0 0 


7.1 0 


0.4 


1983 


(Jan-Aug) 





Steam and other power 
generating equipment 56.3 


Miscellaneous chemical 
products 9.1 19.4 


Telecommunications 
equipment Zek 7.9 11.1 


Rotating electric 
plants and parts 15.0 9.4 18.4 3.6 


Mechanical handling 
equipment 16.2 53.3 13.7 0.6 


Even though oil exports are now running at 20-25 percent of their pre-war 
level, oil still provides about 98 percent of Iraq's export earnings. 
Leading customers for Iraq in 1982 included Brazil ($2.5 billion), Italy 
($1.48 billion), Turkey ($1.2 billion), Spain ($862 million), Japan 

($780 million), and France ($404 million). US imports from Iraq, which 
had reached $618 million in 1979, slipped to $39.9 million in 1982. 


III. Implications for the United States 


1984: General Outlook for US-Iraqi Trade 


Prospects for immediate sales to Iraq are decreasing as the country cuts 
back imports. Although some sales will be concluded on a cash basis, in 
general financing will be an important, if not essential, factor in obtaining 
new business. In 1984, as in 1983, agricultural commodities will dominate 

US exports to Iraq. In the fall of 1983, the US Department of Agriculture's 
Commodity Credit Corporation (CCC) agreed to guarantee up to $400 million of 
credit for the sale of wheat, rice and other agricultural commodities to 

Iraq in fiscal year 1984. To date, the US Government has not offered any 
credit facilities for the sale of non-agricultural goods to Iraq. 


The contraction of the Iraqi market comes at a time when the commercial 
climate for American companies in Iraq. has improved. In 1982, American 
companies participated in their own pavilion at the Baghdad International 
Fair for the first time since Iraq broke diplomatic relations with the 
United States during the 1967 Arab-Israeli war. Although formal diplomatic 
ties have not been reestablished, the very existence of a US Companies 
Pavilion at the Fair reinforces the perception that American companies are 
to be treated equally with companies from other countries. This is 
especially important in Iraq, where the public sector dominates foreign 
trade (over 90 percent). Further reflecting the improved climate is the 
growing presence of US firms in Iraq, and the increasing number of 
companies actually registering offices. American technology continues 
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to have a solid reputation, and when the economic picture brightens, US 
companies, especially those which have persevered during the hard times, 


should be well positioned to take advantage of the anticipated post-war 
spending boom. 


One remaining obstacle for US exports is Iraq's adherence to the Arab 
boycott. The principal problems concern letters of credit, which routinely 
contain clauses requiring that the beneficiary (a) not ship goods on a 
blacklisted vessel, and (b) provide a negative certificate of origin 
stating that the goods contain no parts, labor, or capital from boycotted 
countries or from blacklisted firms. Under the 1977 amendments to the 
Export Administration Act, US firms and banks cannot comply with any of 
these clauses. Nevertheless, US exports to Iraq increased (prior to war- 
imposed import cutbacks), primarily because Iraqi government agencies 
continue to request exemptions to boycott procedures in order to obtain 
the best technology or product available. Nonetheless, the boycott issue 
does discourage more routine sales, and does prevent the US Government 

from disseminating tenders to potential American suppliers. Thus, American 
companies often only become aware of tenders when they are specifically 
solicited by Iraqi purchasers. 


Sectoral Review 


The following section outlines developments and plans in various sectors of 
the Iraqi economy. All sectors have been affected by budget cutbacks. 
Nonetheless, although many projects may be postponed in the short tern, 


they will remain a part of Iraq's longer range plans and do indicate future 
sales opportunities. 


Agriculture and Irrigation. Iraq's financial difficulties have increased 

the importance of raising agricultural output and reducing food imports, 
estimated at 15 percent of total imports in 1982 and undoubtedly higher in 
1983. Allocations for the agricultural sector have risen sharply in recent 
years, jumping from ID 268 million ($906 million) in 1976 to ID 681 million 
($2.3 billion) in 1981. Emphasis has been on land reclamation and irrigation 
projects, as well as the development of poultry, animal, and dairy production. 
The war, however, has slowed investment in agriculture. Actual funds disbursed 
for major agricultural projects (excluding irrigation and land reclamation) 
fell from a high of ID 192 million ($649 million) in 1979 to ID 148 million 
($500 million) in 1982. In addition, the large numbers of rural workers in 
the army has exacerbated labor shortages in the agricultural sector, which 
has also suffered from rural migration to the cities. Lack of labor will 
continue to hamper efforts to increase agricultural output. 


Leading crops include wheat (965,000 tons produced in 1982), rice (163,000 
tons), barley (900,000 tons), tomatoes (468,000 tons), corn (28,000 tons), 
potatoes (93,000 tons), other vegetables (1.9 million tons) and dates 
(374,000 tons). Iraqi harvests vary significantly from year to year, due 
primarily to fluctuation in rainfall and traditional practices of fallowing 
land. As the following table shows, Iraq has not been able to maintain 
growth in agricultural production, despite occasional good years. 
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' Output ('000 tons) 
Crop 1974 1976 1978 1980 1982 


Wheat 1339 1302 910 975 965 
Rice 69 163 172 166 163 
Barley 533 579 617 682 902 
Corn 5.9 17. 14.7 55 95.8 59.6 28.2 
Tomatoes 310 383 334 492 432 348 468 


Dates N/A N/A 385 372 389 597 374 


In order to meet domestic requirements, Iraq imports large quantities of 
wheat, rice, barley, and foodstuffs. Imports of wheat will exceed 2.5 million 
tons in 1984, while rice imports are expected to exceed 400,000 tons. 


Iraq's efforts to expand agricultural production have concentrated on reclama- 
tion of land lost to salinity and on irrigation of traditionally rain-fed areas. 
Iraq's arable land is estimated at 27 million acres, of which roughly half is 
currently cultivated. Excessive salinity in the soil has been a major problem 
for Iraq, especially in the southern half of the country between the Tigris 
and Euphrates Rivers. Thanks to a major reclamation program, which restored 
400,000 acres by the end of 1982, Iraq is no longer losing more land than it 
is reclaiming. In order to increase agricultural output, the 1981-1985 Five 
Year Plan calls for the reclamation of 1.3 million acres. This goal is not 
likely to be met, however, both because of budget cutbacks and insufficient 
labor to work new farms. Financial constraints will also slow Iraq's efforts 
to irrigate those areas, especially in the north, that rely on unpredictable 
rainfall for farming. Two of Iraq's most prominent irrigation projects are 

at Kirkuk and the Jazira plain near Mosul. The first stages of the former 
will be completed in 1984. Water for the latter, which is still in the design 
stage, will be supplied by the Mosul Dam, now under construction. 


Iraq has embarked on a major effort to increase output of poultry, dairy and 
meat products. Rising production, however, has not been sufficient to meet 
domestic demand, which is also growing due to increasing personal incomes. 
Thus in 1983 Iraq produced 145,000 tons of poultry meat and imported 69,000 
tons. Table egg production reached 980 million eggs in 1983, far short of 
actual demand of 2.1 billion eggs. Of the estimated 160,000 eggs hatched 

in 1983, roughly half came from imported eggs. Iraq also imported 87,000 
tons of meat and 34,000 tons of fish, as well as sizeable quantities of milk, 
cheese, and butter. Efforts to raise production with the inauguration of new 
poultry and dairy farms will be hindered by labor shortages and inadequate 
Management and maintenance. 
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Industry. Development of Iraq's industrial sector has slowed considerably 
during the war. Growing financial difficulties have forced the postponement 
of many new projects, while manpower and raw material shortages have reduced 
output of existing and newly-commissioned plants. The concentration of much 
of Iraq's industrial activity in the Basra region (near the war zone) has 
also hurt. Two fertilizer plants near Basra, damaged at the beginning of 
the war, have remained down. Iraq's first petrochemical complex, built by 
the US-West German consortium Lummus-Thyssen at Zubair near Basra, was ready 
for commissioning when the war broke out. It reportedly could be put into 
operation within months of the war's end. The opening of a new iron foundry 
at Khor al-Zubair similarly awaits an end to the hostilities. 


Because of the war's proximity, the focus of Iraq's industrial development 
has shifted away from the Basra area. At Baiji, for example, plans call for 
the construction of a 1,000 ton/day urea fertilizer plant using petroleunm- 
associated gas feedstock anda 50,000 ton/year linear alkyl benzene (l.a.b.) 
plant using kerosene and platformate from the Baiji refining complex. Actual 
implementation depends upon suitable financing. Already in operation is a 
new phosphates complex at al-Qaim near the Syrian border. The first stages 
of this facility were commissioned in 1983, enabling Iraq to export, for the 
first time, phosphatic fertilizers. 


The government attaches great importance to expanding production of building 
materials. The centerpiece of this effort is a series of new cement plants 
which will have increased cement-making capacity to 20 million tons/year by 
1985. Current capacity is estimated at over 7 million tons. Two plants, 


one at Hit and another near Mosul began production in 1983, and another two, 
at Tameem near Kirkuk and at Samawa, will be commissioned in early 1984. 
Because of this expanded output (and also because of reduced demand during 
the present austerity), Iraq no longer imports cement and, in fact, hopes to 
export 1 million tons in 1984. Brick production has also increased with the 
opening of several new factories in the last two years. Iraq's construction 
industry will be aided further by the commissioning in 1984 of three plants 
belonging to the new Taji industrial complex near Baghdad. These plants 
will manufacture steel castings, steel structures (buildings, bridges, etc.), 
and industrial molds. 


Budgetary restraints have forced Iraq to abandon, at least for now, one major 
project: a large plant near Mosul which was to produce automobiles, trucks, 
and tractors. 


Transportation and Communications. Iraq has embarked on a major effort to 
develop and modernize its transportation and communications infrastructure. 

The 1981-1985 Five Year Plan allocated 24 percent of the investment budget 

for this sector. In 1981, expenditures totalled ID 1.3 billion ($4.39 billion). 
Development of this sector will slow as implementation of many new projects 

is postponed. Nonetheless, the completion of several existing projects will 
bring substantial improvements in the country's road, rail, and communications 
network. 
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Iraq gives high priority to developing its highway system. The closing of 

the country's ports during the war has forced much of its imports to enter 

by truck from neighboring Jordan, Turkey, and Kuwait. Plans call for the 
construction of three major expressways. Currently under construction is 

the 2,000 kilometer Expressway No 1, which will connect Baghdad with the 
Kuwait, Syrian, and Jordanian borders. It is scheduled for completion in 
1986. Construction of Expressways No 2 and 3 has been delayed by budget 
cutbacks. Design work has been completed for Expressway No 2, a 700 kilometer 
highway linking Baghdad with the Turkish border. Consultancy studies may be 


sought in 1984 for Expressway No 3, which is planned to connect Baghdad and 
Basra via Kut and Amara. 


Two major railroad projects are currently under construction. The first, 
connecting Baghdad with Akashat and the new al-Qaim phosphate complex near 
the Syrian border, is expected to be completed in 1984. The second, running 
from Kirkuk to Haditha via Baiji, is scheduled for completion in 1986. A 
third line, connecting Musayyib and Samawa, is also under construction. 
Three additional lines are planned. Most prominent is the $2.5 billion 

900 kilometer line from Baghdad to the port of Um Qasr. Talks continued 
throughout 1983 on this project, but there is a growing feeling that it may 
be delayed until the end of the war. Implementation of the other two, the 
Baghdad Loop and Baghdad-Arbil-Mosul lines, may similarly be postponed. 


Design work for the Baghdad Metro continues, although construction, originally 
planned to begin in 1984, is now not expected to commence before the war ends. 


An American company won the Metro's second detailed design contract in late 
1983. 


In communications, the 1981-1985 Plan called for the expansion and moderniza- 
tion of Iraq's telephone system, doubling the number of lines in operation to 
more than 800,000. Major improvements in Iraq's telephone service are being 
achieved with the introduction of digital telephone exchanges and optic fiber 
exchange links. The installation of microwave and coaxial cable systems has 
upgraded service in rural areas. Until now, European and Japanese suppliers 
have dominated the market. However, as Iraq continues to modernize and expand 
its existing system, it will seek more sophisticated equipment and may offer 
greater opportunities for US companies. 


Electric Power. Because of impressive growth in electric power generation 
capacity in recent years, Iraq's energy production is now sufficient to meet 
demand. Total electricity output in 1982 exceeded 13 billion kwh, up from 2.35 
billion kwh in 1972. Annual consumption of electricity is projected to rise 
to 60 billion kwh by the year 2000. Current installed capacity is estimated 
at 4000 mw, of which 1500 mw is supplied by gas turbines. Actual operating 
capacity is closer to 3000 mw, with approximately 1000 mw of capacity out 

of commission because of the war. Completion of the Mosul and Haditha dam 
projects will expand hydroelectric power, which will contribute 25 percent 
of total electric power output. With the completion of numerous new 
industrial projects and continuing growth in consumer demand, Iraq's 
installed capacity requirements will jump to an estimated 5-7000 mw by 
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1987. ‘In order to meet this increased demand, Iraq has planned a series of 
major (4 x 300 mw) thermal power stations at Musayyib, Yusifiya and Balad. 
Intensive negotiations are currently taking place for the Musayyib project. 
Actual awarding of a contract will depend on a suitable financing offer. 
The prospects for Yusifiya and Balad are uncertain at this time. Also 
under current discussion is the expansion of the Daura power plant. 


There will continue to be a good market for distribution and transmission 
equipment, although to date European specifications have dominated. This 

has been the case, for example, in a major rural electrification program 
currently taking place. Costing nearly $1 billion, the program has extended 
electric power to 4,200 villages and an estimated 3.5 million people out 

of a total rural population of 4 million. Solar energy may provide increasing 
opportunities for US companies, especially once the war has ended. Iraq has 


established a Solar Energy Research Center, which is encouraging the develop- 
ment of solar energy applications. 


Housing and Construction. Iraq has embarked on a major program to alleviate 
a serious housing shortage. It was estimated that at the beginning of the 
current five year plan (1981), the shortage of housing amounted to 566,000 
units, 440,000 of which were needed in urban areas. Governmental studies 
have projected a need to build 2.5 million new housing units and replace 
another 950,000 existing units in the 1980-2000 period in order to meet 
demand. As in other sectors, financial problems will delay implementation. 
However, large amounts of money were poured into this sector during the first 
two years of the war (over $3 billion was reportedly allocated to the Ministry 
of Housing and Construction in 1981), and a number of large projects are 
nearing completion. Among the most noteworthy are several large residential 
apartment complexes in Baghdad. Future plans include the construction of 
satellite towns around major cities. 


The private sector plays a major role in housing construction in Iraq. 
Government plans call for the public sector to construct 40 percent of new 
housing units, with the remainder going to the private sector. Private 
sector output has generally fallen short of targets, primarily because of 
shortages of construction materials (estimated at 25 percent in the 1977-82 
period) and the high costs of labor and land. Availability of basic building 
materials has improved with increased domestic cement and brick output, 
although other shortages have developed because of import cutbacks. The 

cost of unskilled labor has fallen recently, but skilled labor remains in 
short supply and expensive. 


Improving the country's water supply remains a high priority. Long-range 
plans call for the expansion of Baghdad's water treatment capacity from a 
current 200 million gallons per day to 650 million gallons per day by the 

year 2000. Total cost of drinking water projects currently under construction 
in Baghdad is estimated at ID 700 million ($2.2 billion). The most prominent 
project is the Karkh water supply system, which will have a first-phase 
capacity of 200 million gallons per day. Distribution of water in the 
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capital improved in December 1983 with the inauguration of the Baghdad 

water distribution network project. While sales prospects in this sector 
have decreased in the near term, numerous water treatment, distribution 

and storage projects, including expansion of the Karkh system to 300 million 
gallons per day, will go forward when the financial situation improves. 


Computers. Iraq is firmly committed to the use and application of computers 
and related electronic equipment. Iraq has traditionally been an important 
market for US computer firms, and it will continue to offer major opportuni- 
ties. Despite delays in implementation, plans called for the purchase of some 
100 large and medium frame computers (double the number in 1981) and almost 
3,000 mini-computers in the 1981-85 period. Developments in the past year 
included the introduction of bar-coding for retail outlets and the first 
operating CAD/CAM system. American companies supplied both the bar code and 
the CAD/CAM equipment. The development of Iraqi industry is creating an 
increased demand for computerized process controls. The Ministry of Industry 
and Minerals will sponsor an awareness seminar on this subject in the first 
half of 1984. American companies have been invited to participate. Demand 
for robotics may also grow. Robotic systems have been introduced into a 
number of new industrial units. An Iraqi mixed sector company is considering 
the possibility of assembling mini-computers in the country. 


Health. This field remains a high priority sector. Although plans to build 
new hospitals have been deferred because of budget cutbacks, a number of 
hospitals now under construction will be equipped as they are completed. 
Japanese companies dominated this field in 1983 by winning contracts to 
furnish thirteen 400-bed hospitals on credit. Still to be equipped are 
eight 240-bed maternity hospitals in various parts of Iraq and two 250-bed 
pediatric hospitals in Baghdad. The second phase of Baghdad's huge Medical 
City complex is nearing completion, and bids are being sought to furnish a 
650-bed surgical hospital and one of the two pediatric hospitals. Medical 
City now has 1,650 beds and will eventually have 5,000. 


Iraq has five medical colleges and a growing number of skilled doctors. In 
1982, it had 198 hospitals and nearly 25,000 hospital beds. Iraq's policy 
has been to obtain the latest medical equipment for its doctors, although 
the current austerity is forcing it to focus more on cost and credit avail- 
ability rather than quality. Nonetheless, Iraqi officials have emphasized 
their high regard for US medical equipment, especially state-of-the-art 
systems, and American companies can expect to play a larger role in this 
sector when the war ends. 


Baghdad International Fair. Seventeen American firms participated in the 
US companies pavilion at the 1983 Baghdad Fair. The American exhibitors 
promoted products and equipment covering a wide range, including computers, 
process controls, power generation, health, petroleum, housing and 
construction, solar energy, aviation, and food. Iraq attaches considerable 
importance to participation in its annual trade fair. Although the current 
spending cutbacks have reduced immediate sales opportunities, the fair is a 





useful marketing tool for companies serious about the Iraqi market. It 
provides broad exposure and can lead to numerous new sales leads. The 


United States is planning to again sponsor a pavilion at this year's fair, 
scheduled for November 1-15, 1984. 


Other Promotional Events. The US Interests Section, in cooperation with 
Iraqi government agencies, has helped organize the participation of American 
companies in a series of technical seminars. Two such seminars were held 

in 1983, one on computer-aided drafting/manufacturing (CAD/CAM) and one on 
corrosion prevention. The 1984 schedule includes seminars on computerized 
process controls (April) and industrial water (December). Tentatively 
planned for 1985 are seminars on office automation and industrial catalysts. 


One US Department of Commerce-organized trade mission is scheduled to visit 
Baghdad in 1984: petroleum exploration and production equipment, October 1984. 
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